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BEFORE THE TENNESSEE REGULATORY AUTHORITY

NASHVILLE, TENNESSEE

IN RE- COMPLAINT OF US LEC OF )
TENNESSEE, INC. AGAINST ELECTRIC ) DOCKET NO. 02-00562
POWER BOARD OF CHATTANOOGA )

POST-HEARING BRIEF OF US LEC OF TENNESSEE, INC.

US LEC of Tennessee, Inc. (“US LEC”) submuts the following post-hearing brief in the

above-captioned complaint against the Electric Power Board (“EPB™).
SUMMARY

There 1s no serious question 1n this case that the EPB name and reputation (the “brand”)
have value and that, by allowing EPB Telecom the free use of that brand, EPB 1s providing a
subsidy to its telecommunications division. In order to remedy this subsidy, the
telecommunications must either compensate EPB for the use of the brand or discontinue using it.
Putting a dollar value on EPB’s name and reputation would inevitably be both subjective and
controversial. The end result, 1f too low, would be unfair to electric ratepayers. If too high, 1t
would be unfair to telephone customers. The cleaner and more easily enforceable solution 1s for
the telecommunications division to market 1ts services under a new name. Just as the division
was prepared to operate and sell high-speed internet access services under the name MetroNet, it
can just as readily operate and sell telephone service without using the EPB brand.

Just changing the name, however, 1s not enough. To insure that the prohibition against a
subsidy 1s enforced on a going forward basis, the company’s Code of Conduct must be clarified.
The Code, which was approved by the Tennessee Regulatory Authority as a condition for
allowing EPB nto the telecommunications business, currently states that EPB and EPB Telecom
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may engage 1n a limited amount of joint marketing “p‘rov1ded that the customer is informed of
the separate 1dentities of each.”” Claiming that this provision applies only to the joint “sales™ of
electricity and telephone service, EPB has 1gnored the requirement as it relates to the joint
advertising of telephone and electric service.

The Code of Conduct 1s important because the Code 1tself requires that EPB’s internal
auditors annually test “the comphance of the telecommunications division and the electric
system™ with the provisions of the Code.” As a result of an earlier decision by the Hearing
Office 1n this case, EPB’s auditors are now required to. file their report with the TRA where the
report 1s available for public inspection.

In order to effectively enforce the prohibition against subsidization, the Code of Conduct
must plainly spelll out that the telecommunications division cannot engage in marketing or
advertising  which leverages its affiliation with EPB in order to sell telephone service. EPB’s
internal auditors will then be responsible for monitoring compliance with that provision and
reporting any violations to the TRA.

STATEMENT OF FACTS

In pre-filed testimony, as well as during the hearing, US LEC provided the TRA with
numerous examples of the manner 1n which EPB allows 1ts telecommunications operations to
leverage the EPB brand through marketing and advertising activities.® In his pre-filed direct

testimony, EPB witness Mike Moeller, US LEC’s former director of sales 1n the Chattanooga

' A copy of the Code of Conduct 1s attached to US LEC’s Complaint  See attachment to Complaint, at p
16

’Id atp 19.

' Examples of this behavior were also provided 1n Paragraph 6 of the Complaint and the exhibits attached
to the Complaint
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area, described an EPB exhibit booth at a Chattanooga business fair where EPB advertised both
its electric service and its telecommunications services.! Mr. Moeller testified that the booth
contained “a mix of power and telecom equipment, power and telecom marketing banners
(information boards).”™ According to Mr. Moeller, “[t]here was no clear distinction between
EPB Power and EPB Telecom within the booth.™® (At the hearing, counsel for EPB questioned
IMr. Moeller about his observations regarding the booth, asking him whether he witnessed EPB
selling bundled electric and telecommunications services.” This 1s simply a red herning, as US
LEC has never alleged that EPB 1s engaged 1n selling bundled service offerings. The issue 1s not
whether EPB 1s marketing bundled services. The 1ssue is whether EPB 1s marketing in a manner
that blurs the line between its electric and telecom operations )

Other examples of EPB’s illegal behavior involve sales tactics by EPB sales
representatives, postings on EPB’s website, joint marketing activities, and press releases 1ssued
by EPB. As for the sales tactics of EPB Telecom, Mr. Moeller testified that he had personally
witnessed EPB Telecom sales persons referring to the telecommunications division entity simply
as ‘;EPB," as well as making statements such as “we have been around for seventy years.”™
Jason McVay, a former salesperson for EPB Telecom, stated in his testimony, “We were told

people are going to buy from EPB because of the EPB brand. We’re going to sell off the EPB

* Direct Testimony of Michael G Moeller, p | (November 21, 2003) (“Moeller Direct™)
5 Id.
°Id

7 Hearing Transcript, p 101

$ Moeller Direct, p 2
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brand.” Mr. McVay also testified that EPB salespersons used “...all of the EPB Power
literature, folders, and letterhead™ and that he presented proposals to potential customers in EPB
Power folders.'® As for the EPB website, there are numerous postings which clearly make no
effort to distinguish between the electric division of EPB and the telecom division. For example,
exhibit two, attached to Mr. Moeller’s direct testimony, contains a paragraph entitled “Welcome
to EPB ™ The paragraph states:

We’re more than a power company, we’re a powerful resource

dedicated to providing the services you depend on most at work

and at home. With over 156,000 customers and more than sixty

years of experience n providing reliable, low-cost electric power,

we’re one of the nation’s largest publicly-owned utilities, and one

of the fastest growm$ Telecommunications companies. What can
we do for you today?"’

Exhibit three, also attached to Mr. Moeller’s direct testimony, 1s a page from EPB’s web
site which contains statements such as “EPB is becoming more than a power company” and
“But whether you have electric, telecommunications or other services from EPB, one thing will
never change—the way we’ve always put the needs of our customers first. It’s a way of doing
business that’s served us well for more than six decades—a philosophy which 1s, indeed, more

12

current than ever ”'~ Finally, exhibit four, which contains a paragraph regarding reliability,

states that “Everything we’ve learned over the years about keeping the lights on .has been put to

* Rebuttal Testimony of Jason McVay, p 2 (February 13, 2004)
'® Hearing Transcript, p 246
" Moeller Direct, Exhibit 2

12 Id . Exhibit 3

943249 vl -4 -
097855-001 4/7/2004



good use 1n our telecommunications delivery. So, you can be sure your phone service will be as
reliable as your power service.”"”
EPB’s joint marketing activities also provide examples of how the telecommunications
division leverages the EPB name and reputation For example, one advertisement states,
Hear the one about the power company that got into the phone bi1z?
. . . Imagine your phone and power sources coming from one

source. We’re thinking about EPB, the power company you can
expect more from."*

A second example can be found in EPB’s advertisements 1n the yellow pages. Exhibit six,
attached to Mr Moeller’s direct testimony, contains an advertisement which states, “Now
serving your electric power and telecommunications needs. EPB. More Current Than Ever.”"’
A second advertisement, exhibit seven of Mr. Moeller’s testimony, 1s entitled “the EPBT
advantage,” and states, “Our name carriers over 70 years of trust, service and dedication.™'®
Finally, an example of how EPB Telecom leverages the name and reputation of EPB can
be found 1n-a press release dated July 16, 2001, in which a customer is quoted as saying that he
purchased telecommunications services from EPB because “EPB already had a superb reputation
in Chattanooga Few companies offer the same dedication to both community and customer
service that EPB does and that philosophy has carned into therr Telecommunications

w7
Division

12 Id , Exhibit 4

"* Copy attached to Response to Motion for Summary Judgment, filed by US LEC on February 19, 2003
'Y Moeller Direct, Exhibit 6

'®1d , Exhibit 7

1d atp 4, Exhibit 9
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EPB’s practice of intentionally blurring the line between EPB electric and EPB Telecom
was so apparent that 1t was addressed by EPB itself in a company newsletter.'® An article in the
newsletter, entitled “EPB Telecom Completes Brand Awareness Study,” states that “What we
[EPB] can’t determine 1s whether or not some of the recognition consumers had of EPB Telecom

ﬂ’ll)

1s because they are just familiar with EPB Electric Power. On the same page as the article,

there 1s a note regarding the changing of the logo of the telecommunications division 20
According to the text, the name change was necessary because

[t]he 1dentifier “Telecommunications” which was posttioned

underneath the EPB logo was being overlooked by the consumer.

They were only registering EPB—hnking this in their minds

directly to power. This has contributed to people being unaware

that EPB 1s 1n the Telecommunications business. The logo change

emphasizes Telecom. We believe this change will help consumers

instantly recognize the difference between EPB Telecom and EPB

Electric Power.”'
In other words, as recently as January, 2003, almost a year after this case was filed, EPB 1tself
acknowledged that customers who saw the EPB Telecom logo “were only registering EPB.”
There could hardly be clearer evidence of the ubiquity and value of the EPB brand and the public
perception that EPB and EPB Telecom are one and the same

As Mr McVay testified, EPB Telecom, despite the slight change of its logo last year,

continued to sell telephone service by selling the EPB brand.? They are still doing so today.

Even as the Hearing Officer deliberates whether EPB is subsidizing EPB Telecom by giving the

'* See “EPB Telecom Completes Brand Awareness Study,” January 10, 2003 (Hearing Exhibit L)
¥ 1d

 See Hearing Exhibit L

! 1d

22

Hearing Transcript, pp 235-236
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telecommunications division free use of the EPB brand, the power company’s current web site
boasts that 1t 1s “becoming more than a power company” and that they will put customers first
“whether you have electric, telecommunications or other services from EPB."® Furthermore, 1n

an article 1in the Apnl 1** edition of The Chattanooga Times-Free Press, business editor Dave

Flessner profiled the new head of EPB Telecom.*

Throughout the profile, the writer uses
“EPB,” “EPB Telecom,” and the “EPB phone company” interchangeably.” Notably, the head of
the telecommunications division 1s quoted at the end of the piece as saying “EPB is a good
company to build upon »26

Based on this evidence, as well as upon his own understanding of how economusts
measure value and what constitutes a subsidy, US LEC’s expert witness Dr. Christopher Klein,
an associate professor in economics at Middle Tennessee State University and former chief
economust at the TRA, testified that EPB’s “brand, reputation, and goodwill” have value.”’ EPB
witness Harold DePriest agreed.”® Dr. Klen testified that the free use of that brand has allowed

EPB Telecom to ‘“‘enjoy[] a competitive advantage over other new entrants” who have to pay

additional costs to try to obtain the name recognition and favorable reputation that EPB Telecom

** Moeller Direct, Exhibit 3 (The page contaiming these statements was still on the EPB web site as of
April 6, 2004)

** A copy of the article 1s attached

25

|--4
oL

tJ

>
I-—l
o,

2" Rebuttal Testimony of Dr Christopher C Klein, p 4 (February 13, 2004) (“Klein Rebuttal™), see also
Hearing Transcript, p 115

** Hearing Transcript, p 203
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recetves from EPB at no charge.” The “use of a valuable asset without paying for 1t” constitutes
a “subsidy,” Dr. Klein concluded, “just as if EPB allowed EPB Telecom to use a portion of its

existing office space without pay rent.”*

DISCUSSION

A. US LEC’s Position

A company’s brand 1s not developed for free, nor 1s it valueless once 1t is created. As
. Dr. Klem explained, when valuing businesses as a whole, economusts place values on brands.”
Dr. Klein pointed out that *“  businesses invest money in developing those brands. So they have
value. We couldn’t be here having this proceeding if the EPB brand didn’t have value because
EPB wouldn’t want 1t. They wouldn’t care about using 1t. US LEC wouldn’t care if they did

So 1t seems obvious to me that there’s value to the EPB brand.”*?

Furthermore, during the
hearing, when asked by counsel for US LEC whether he thought EPB’s reputation and good will
was a “valuable commodity,” Harold DePriest, president of EPB, testified, I certainly think that
EPB’s reputation and good will 1s valuable ™

There can be no dispute—and EPB has not disputed—that the telecommunications

division benefits substantially from the use of the EPB brand. One can only speculate what 1t

** Klem Rebuttal, p 5, see also 0 Heaning Transcript, pp. 171-172
** Klein Rebuttal, p 5. see also Hearing Transcript,p 116
1]
Id atp 115
22 m
Y 1d atp 203
943249 v] -8-
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would have cost the telecommunications division to obtain the kind of name recognition and
good will in the Chattanooga area that the division acquired 1nstantly through the use of the EPB
brand, a brand which has been built over seventy years at the expense of electric ratepayers.
State law prohibits such a subsidy.

As discussed at the hearing, there are two solutions that could remedy this 1llegal subsidy
In his testimony, Dr. Klein stated that EPB Telecom could either compensate EPB for using the
EPB brand or EPB Telecom could do business under a name that does not incorporate the EPB
brand.>* Dr Klem explained that because of the difficulty in trying to value the EPB brand and
the potential unfairness to erther electric or telephone ratepayers if the estimate of value 1s
maccurate, he recommended the *“‘cleaner” and “easier to enforce” solution of requinng EPB
Telecom to do busimess under another name ** Dr. Klein stressed, both in his prefiled testimony
and under questioning from the Hearing Officer, that requiring EPB Telecom to change 1ts name
need not be an onerous undertaking For example, when questioned by the TRA as to how far
the requirements must go, Dr Klein testified that the TRA need not take a *“*hard-line” approach
but should mstead focus on the heart ot the matter the telecommunications division should do
business under a name that does not incorporate the EPB brand and, in its marketing and
advertising, should not capitalize on 1ts relationship with EPB.*®

When considering the appropriateness of requiring EPB Telecom to change its name, 1t
should be emphasized that telecommunications companies change names often As

demonstrated by the TRA’s own conference agendas, name changes are common in the

* See Hearing Transcript, pp 118-120
¥ Klemn Rebuttal, p 9

*Id atpp 185-186
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telecommuntcations industry. Although Mr. DePriest testified that selling telephone service
under a name other than EPB Telephone would be “admimstratlively unworkable,™’ he also
testified that, until six months prior to the hearing, EPB’s telecommunications division was
planning on operating and selling a high-speed internet access service under the name
“MetroNet.™® If EPB’s telecommunications division could sell internet access under the name
MetroNet, 1t 1s clearly not “administratively unworkable™ for the division to sell telephone
services under a name other than EPB Telecom. Just like the other companies that change their
names, EPB Telecom could change its d/b/a and begin running advertisements informing the
public of the name change.”® The change need not occur overmght, nor 1s US LEC suggesting
that EPB Telecom try to hide its relationship with EPB,*° only that EPB Telecom stop leveraging
the name recognition and reputation of EPB to subsidize the sale of telephone services.

B. EPB’s Position

Based ;)n the closing arguments of counsel, EPB seems to base its defense to this
complaint on two main arguments (1) the uncompensated use of the EPB brand 1s not a
“subsidy,” as that term 1s used in T.C A § 7-52-402, because there 1s no “shifting of costs™ from
EPB to EPB Telecom; and (2) since no one raised the subsidy issue in 1999 when EPBT
obtained 1ts certificate, it would be unfair to now require EPB Telecom to change its name. The

first argument 1s at odds with the uncontradicted testimony of Dr. Klein and makes no sense

7 Rebuttal Testimony of Harold DePriest, p 2 (December 22, 2003)
W Hearing Transcript, pp 213-217

* EPB Telecom’s customers could simply be notified of the name change using the procedure set out 1n
TRA Rule 1220-4-2- 56

% The Hearmg Officer has already ruled that the use of EPB name “strictly for 1dentification purposes™
does not constitute an 1llegal subsidy but that 1ssues regarding the “leveraging™ of the EPB brand remain
to be tried Order, Issued July 24, 2003, atp 3
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from an economic or legal standpont The second argument, at bottom, constitutes a plea to
allow EPB to continue violating state law.
Counsel for EPB argued in closing that “the law 1s very clear that a subsidy 1s a cost

"d2

shift.”*' He contended, “There 1s no evidence of that occurring. But there 1s. As Dr. Klein
explained, the uncompensated use of the EPB brand 1s no ditfferent than the free use of EPB’s
office space or an nterest free loan from EPB to the telecommunications division.*> Even
counsel for EPB seemed to understand that the free use of space or the free use of money would
constitute an 1llegal subsidy in violation of the statute.** It should be equally clear that the
electric ratepayers have invested millions of dollars in building the EPB brand, that the EPB
brand ‘s valuable,”45 and that the telecommunications division has saved, and will continue to
save, millions of dollars through the free use of that brand *® Without spending a dollar, EPB
Telecom, from the first day of its existence, has enjoyed widespread name recogmtion and a

reputation for customer service and reliability Electric ratepayers paid for that reputation and, as

Dr Klein testified, are at nsk 1f that brand is tarmished by EPB’s telecommunications

* Hearing Transcript, p 257 A “cost shift,” of course, does not necessarily involve cash transactions A
cost shift, or subsidy, may occur whenever something of value 1s provided at less than its cost by EPB to
its telecommunications division Legally, a “subsidy™ has been defined as a “grant of funds or property.™
It 1s “an artificial way of encouraging an industry or enterprise otherwise than by increasing the value of
the products ” Khies v_Liannane, 156 P 2d 183, 185 (Mont 1945) (emphasis added); See also 83 Corpus
Juris Secundum, at 760.

** Hearing Transcript, p 257
“1d atpp 153-154

44 Id.

“Id atp 203

*Seeld atpp 171-172
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operations.”’ But those electric ratepayers recerve no compensation for the use of the brand or
for taking that nisk. Clearly, as Dr. Klein testified, “Yes,” there has been a shifting of costs from
EPB Telecom to EPB.*®* When EPB argues there 1s “no evidence of a cost shift,” counsel 1s
simply wishing away both common sense and the uncontradicted testimony of US LEC’s expert
economist.

EPB’s other main argument 1s that, since Mr. DePriest told the TRA during EPB’s
application hearing 1in October, 1998, that EPB wanted to put the “EPB brand” on its
telecommunications services, that the TRA was aware of the potential subsidization problem.
Since the TRA did not raise the i1ssue, EPB argues that the agency implicitly ruled that the
uncompensated use of the EPB brand would not create a subsidy. Legally, of course, this
argumeﬁt holds no weight Even Mr DePriest acknowledged that the cost allocation procedures
approved by the TRA when EPB was granted a certificate could later be amended, if needed, to
include other factors.*

More to the point, perhaps, 1s the response of Dr Klein, who was on the TRA staff at the
time of the EPB application hearing. Asked 1if “1t was clear at the time the EPB brand would be
involved,” Dr Klein answered that 1t was not clear at all how heavily EPB’s telecommunications
division intended to rely on EPB’s name and reputation in selling telephone service.’® Dr.

Klein’s response, which also goes to the 1ssue of how EPB Telecom could operate under a new

7 Klemn Rebuttal, p 7
s Heanng Transcript,p 171
¥1d atpp 211-212

1d atpp 141-142
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name, 1s worth repeating verbatim Asked 1t Mr. DePriest had informed the TRA that they
wanted to offer telephone service worthy of the EPB brand, Dr Klein answered:

A. Well, I think 1t was clear that the EPB name would be
involved, and that’s a little bit different -- now, he does say brand
there. I'm not disputing what he said. I’m just disputing as to what
people may have thought about that at the time. Just because you
say the EPB brand -- I mean, the EPB brand could be a little logo
at the bottom of your ad. You know, that could be the EPB brand,
and I don’t think anybody would have any problem with that 1f
that’s all 1t was.

Q. If we used —

A. But we didn’t know the extent to which you were going to
say -- talk about how great a company EPB Electric has been, how
great a service they’ve provided for years and years, and then try to
associate that with the telecom operation also So there’s a
difference of degree that [ think maybe people did not anticipate at
the time of the certification hearing.

Q So 1f I understood your testimony, the EPB logo standing
alone 1s fine for EPB Telecom to use?

A Well, I think 1t’s just like 1f you had --you know, rename
EPB Telecom Call 1t City Networks or whatever you want to. On
your ads, you know, as long as 1t’s not huge, I think you could
have the EPB logo, if there 1s such a thing You could have a little
statement at the bottom that says City Networks, a division of
Chattanooga Electric Power Board or a division of EPB, and I
don’t think anybody would complain.

Q. So 1t’s okay 1f the business community knows that this 1s
part of EPB?

A Yeah, 1f all you do 1s just say, We’re a division of EPB.
And I think there’s even some allowance for that somewhere you
could use the EPB name for identification purposes. So you can
say, Yeah, we’re a division of EPB.

Q So-

A. That’s different from saying -- listing out all the great
things EPB Electric has done for 60 years and then saying, You

9432490 v} - 13-
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A. But we didn’t know the extent to which you were going to
say -- talk about how great a company EPB Electric has been, how
great a service they’ve provided for years and years, and then try to
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Q. So 1f I understood your testimony, the EPB logo standing
alone 1s tine for EPB Telecom to use?

A. Well, I think 1t’s just like 1f you had --you know, rename
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statement at the bottom that says City Networks, a division of
Chattanooga Electric Power Board or a division of EPB, and |
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part of EPB?

A. Yeah, 1f all you do is just say, We're a division of EPB.
And I think there’s even some allowance for that somewhere you
could use the EPB name for 1dentification purposes. So you can
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things EPB Electric has done for 60 years and then saying, You
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can get all of this great stuff from EPB Telecom, even though we

, 51
haven’t been around but for -- what 1s 1t now -- five years or so.

It 1s one thing, as Dr. Klein said, “to put a little logo at the bottom of your ad.” It is quite another
to build an advertising campaign around “selling the brand.”? One might easily be considered
immatenal; the other 1s clearly a sigmficant shifting of costs from EPB to EPB Telecom.

Finally, EPBT argues repeatedly that 1t would be “unfair” to make EPB Telecom operate
under new name after “five years” of investing in the EPBT name. As previously noted,
however, the real investment in the EPB Telecom name is the investment in the name “EPB”
which was paid for by electric ratepayers over the last seventy years. As previously discussed,
EPB’s own evidence demonstrated that, as recently as January, 2003, customers who saw the
EPB Telecom logo only registered the name EPB. Furthermore, the argument that EPB Telecom
has spent five years building the “EPB Telecom” brand (and implying that US LEC waiting too
long to bring this complaint) plays loosely with the actual time EPB Telecom has been fully
operational. As Mr. DePrest testified, the telecommunications division required an 1nitial start
up period and the division’s first “full [fiscal] year to make our sales™ was fiscal year 2002 (July
2001 through June, 2002). ** This complaint was filed in May, 2002. Any advertising money
spent by EPB Telecom since that time was spent with knowledge that US LEC had raised the
cross-subsidy 1ssue and had asked in the Complaint that the TRA order EPB Telecom to operate

under a different name. Throughout this period, EPB Telecom has continued to enjoy the free

*'Id atpp 141-143
Szﬁm atp 231

Id atp 213
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use of the EPB brand while instructing 1ts sales staff to leverage the brand name 1n order to sell’
telephone service. There 1s nothing “unfair”™ about finally bringing this 1llegal subsidy to an end
Clearly there will be some costs associated with the transition to a new name, but as Dr.
Klein testified, “The presence of costs associated with the remedy does not make the subsidy
legal.”54 Dr. Klein also noted that, even 1f the TRA orders a name change, EPB Telecom has
“;‘ecelved the benefit” of the EPB brand for several years, the advantage of which may outweigh
the costs associated with a name change.55 Finally, Dr Klein observed that the use of a
transttion period could mitigate the costs of a name change and that EPB Telecom must be
allowed “sufficient flexibility that 1t can efficiently inform 1ts customers of the change.”*® US
LEC believes that reasonable measures can be taken so that the impact of a name change will not
unduly burden EPB or its customers. It will, however, put an end to a subsidy that has been used

to give EPB’s telecommunications division an unfair and 1llegal advantage over 1ts competitors.

CONCLUSION

Through the joint use of the EPB name, the joint marketing efforts which depict EPB’s
telecommunications and electric divisions as one entity, and the telecommunications division’s
efforts to promote sales by emphasizing the good will, history, reputation, and reliability of
EPB’s electric operations, EPB continues to operate 1n disregard of T.C.A. § 7-52-402. To
remedy this ongoing statutory violation, US LEC respectfully requests that the TRA order EPB

Telecom to change 1ts d/b/a so that the 1llegal subsidy will cease and to rewrite the carrier’s Code

* Klein Rebuttal, p 10
- S5 g

56@ atp 1l
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of Conduct to make 1t clear that the telecommunications division cannot continue to sell

telephone service based on the name and reputation of EPB.

Respectfully submutted,

‘ BOULT, CUMMINGS, CONNERS & BERRY, PLC

Ny

Henry Walker (No. 00272)
414 Union Streéf, Suite 1600
P.O. Box 198062

Nashville, Tennessee 37219
(615) 252-2363
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04.-02,2004 12:32 FAX 423
C3L108 R0 LY WATOCARALGALS-LY

NEW YORK — Coca-Cola
Enterprises Inc. on Wednes-
day reaffirmed its 2004 earn-
ings forecast of $1.42 to $1.46
a share, which is an & percent
to 10 percent increase from
last year’s results.

The Atlanta company;,
which is Coca-Cola Co.'s
largest bottler, said it contin-
ues to expect its gperating
meome will rnise 5 percent to
6 percent to a range of $1.56
billion to $1.58 billion this
year, said President and Chief
Executive John Alm, speaking
at the Credit Suisse First
Boston conference, which
was wehcast.

Analysts expect Coca-Cola
Enterprises’ 2004 results to
be near the top end of the
forecast range with an aver-
age estimate of $1.45 a share.

Wire Sarvicas

7524007 . Uus LEC
their tracks,” Siegel said. “We

have to have new labor agree-
ments this summer. We have to
be ready.”

For labor leaders, though,
Siegel’s call to arms has a famil-
iar ring. Management issued
similarly dire warnings before
and during US Airways Group
Inc.'s bankruptcy proceedings,
and labor responded by pro-
viding roughly $1 billion a year
in concessions to help the air-
line cut its annual costs by $1.9
billion a year.

The unions were told at the
time that those cuts, while
painful, would allow the airline
to be competitive.

Now mapagement is seeking
another round of cuts of a sim-
ilar magnitude.

The airline’s machinists’
union issued a harsh critique of
Siegel on Tuesday, labeling his
management “incompetent” and

David Siegel, president and CEQ of US Airways, speaks at a ny
Douglas Airport in Charloite, N.C.

saymg “he has failed us all” by
farling to have a successful busi-
ness plan after bankruptcy. |

“It is painfully evident that
David Siegel’s bankruptey
restructuring did nothing but
reduce labor costs while failing
to similarly reduce nonlabor
costs," IAM. district president
Randy Canale wrote in a memo
to umon mernbers.

Jack Stephan, head of the US
Airways unit of the Air Line
Pilots Association, said Siegel
has been essentially a one-trick
pony, harping on the need to
cut workers’ pay and unwilling
to make the structural changes
necessary for the airline’s sur-

Siegel “is a great guy to rec-
ognize that the sky is falling, but
we expect more of our leader-
ship,” said Stephan, whose union
has called for Siegel’s resigna-
tHon.

Shares of the reorganized air-
line exceeded %10 a share last
year, but have since traded at
less than $5 each. Earlier this
month, the airline restructured
the terms of a $900 million fed-
erally guaranteed loan to avoid
possible default, And the air-
line’s independent auditor
issued a warning about the com-
pany’s future viability.

Management says that when
it developed its business plan
in bankruptcy, it had no way to
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EPB Telecom

chief knows

about boosting startups

By Dave FLESSNER
Busmness Eprror

Eight years ago, Kathy Har-
riman left Nashville’s biggest
phone company to work for one
of the city’s smallest.

“After 25 years with Bell-
South and AT&T, I was ready
for a change and a challenge,”
the Nashville native recalled.

But the challenge initially
proved to be much greater than
even the usually optirustic Ms.
Harriman envisioned. In 1997,
Ms. Harriman became the
Nashville general manager of
the predecessor to what became
Adelphia Business Solutions.
‘When she arrived, she discav-
ered the company had only a
couple of employees and few
customers in Nashville.

Ms. Harriman, who followed
ber mother’s career by joining
Ma Bell after graduating from
college, recalls sitting in her new
office and crying about what
she feared may have been a

career mistake.

But she didn’t shed many
tears before she quickly helped
build the upstart phone busi-
ness into Nashville’s biggest
competitor to BellSouth. Now,
EPB hopes Ms Harriman c¢an
do the same for its telecom divi-
sion.

On March 1, Ms. Harriman
was hired 1o the $120,000-a-year
job as head of EPB Telecom-~
munications. She is the third
EPB Telecom vice president in
the four-year history of the busi-
pess and succeeds Bill Chap-
man, who left in 2003,

EPB President Harold De-
Priest is confident he has a
strong leader to help EPB Tele-
com to grow and prosper.

“Kathy has tremendous
expenence in bulding a suc-
cessful, competitive phone busi-
ness in Nashville,” Mr. DePriest
said, “We're hoping she will do

See HARRIMAN, Page C5

Kathy Harnman is the new
president.

Personal

B Name; Kathy Harriman

H Title: Vice president of
EPB Telscommunications

B Education: A 1972 gradu-
ate of the University of Ten-
nessee

W Career: She worked in a
vanety of jobs at BellSouth
from 1971 to 1996 before
being named general manag-
er of Adelphia Business Solu--
tions in Nashville in 1997.
She joined EPB Telecommu-
nmications on March 1.

o . Coend e

Starr P11o10 3Y KaTrrieen Cotl
EPB telecommunications wvice

W Persogal: A Nashville
native, she and husband,
Bab, have two grown daugh-
ters and four grandchildren.
8 Volunteer activities: While
in Nashville, she was & board
member of the Nashville Bet-
ter Business Bureau, Special
. Olympics and Nashvilie :
Sports Council and was a
member af the Nashville
Chamber of Commerce and
the Downtawn Rotary Club.
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Harriman

¢ Continued from Page Cl

the same in Chattanooga.”

The EPB phone company is
far different from the one Ms.
Harriman's mother worked at
for more than three decades at
BellSouth and its corporate pre-
decessors. Ms. Harriman, who
began working at AT&T with
her mother during summers
while going to school, joined Ma
Bell after graduating from the
Unijversity of Tennessee in 1972.
She worked a variety of jobs for
both BellSouth and AT&T be-
fore leaving the phone gant in
1996 to join Adelphia’s prede-
cessor, Hyperion Communica-
tions Inc.

In her first four years, Ms.
Harnman built the competitive
local phone company into
Nashville's biggest competitor
to BellSouth.

By 2001, Adelphia had cap-
tured 37 percent of Nashville's
business phone market and gen-
crated marker sales of more thag
$32 million,

To mark the company’s suc-
cess, Ms. Harriman negotiated
an agreement with the Ten-
nessee Titans to put the Adel-
phia name on Nashville’s new
football stadinm,

Adelphia ultimately filed for
bankruptcy because of alleged
fraudulent activity by its found-
ing family. The Adeiphia name
came off the Nashville colise-
um, and the phoge company lost
much of its Juster, ‘

002
Because of the company’s fis-
cal woes and the death of her
mother, Ms. Harriman decided
in 2003 to leave Adelphia and

take some personal time to sort ‘

things out.

“Tlost a lot of money in Adel-
phia stock after the bankruptcy,
but Pm proud of what we were
able to build in Nashville.,” she
said.

After several months out of
the phone business, Ms. Harri-
man said she is eager to get back
in the business.

EPB Telecommunications,
the 4-year-old telephone arm of
Chattancoga’s electric utility, of-
fers Ms. Harriman aneother
chapce to build a major com-
petitive phone operation in the
state.

EPB is already the biggest
competitive local exchange car-
rier to BellSouth with more than
2500 customers, EPB Executive
Vice President Ron Fugatt said.
EPB, which has invested $24 mil-
lion in its telecom business, ex-
pects the business to turn a prof-
it within two years,

“We’re already generating an
operating profit, and we hope to
soon begin repaying our invest~
ment in the business,” Mr. De-
Priest said

Ms. Harriman, who joined
EPB on March 1, said she is ea-
ger to assess the phone and In-
ternet divisions to help expand
business services and improve
the businesses’ pricing structure.

“It’s ah exciting business, and
EPB 15 a good company to build
upon,” she said.

E-mai] Dave Flessner at
dflessner@timesfreepress.com
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CERTIFICATE OF SERVICE

I hereby certity that a true and correct copy of the foregoing has been forwarded
via U.S. Mail, postage prepaid, to the following on this the 7" day of Apnil, 2004.

Mark Smith, Esq.

Strang, Gletcher, Carriger, Walker, Hodge & Smith, PLLC
400 Building

One Union Square

Chattanooga, TN 37402-2514

Guy Hicks, Esq.

BellSouth Telecommunications, Inc.
333 Commerce Street, Suite 2101
Nashwille, TN 37201-3300
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Henry Walker /
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